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Abstract
Contradictory explanations of the relation between the psychic distance and export performance may have been conditioned by
the ambiguous conceptualization of psychic distance. Greater familiarity determined by international experience implies an
adequate evaluation. Therefore, it could be claimed that greater international experience should lead to a smaller gap between 
perceived psychic distance and actual differences between countries. Consequently, the authors of the article suppose that a 
meaningful explanation of the influence of psychic distance on export performance is possible only after the moderating effect of 
international experience has been estimated. The findings of moderated regression provide evidence of the export intensity 
moderating effect on the psychic distance and export performance (export sales growth, export sales volume) relationship.
© 2015 The Authors. Published by Elsevier Ltd.
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Introduction
As pointed out by Zaheer et al. (2012) psychic distance is the central notion of international management. 
Moreover, the psychic distance is regarded as the key element in the field of international marketing where psychic 
distance effects still demonstrate inconsistent results (Griffith & Dimitrova, 2014). Conflicting evidence exists with 
respect to psychic distance effect on export performance. Based on the internationalisation theory the relationship is 
assumed to be positive while empirical support is also obtained for the existence of the negative association. The 
authors of this paper presuppose that the inconsistent results with respect to psychic distance and export performance 
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relationship are attributable to the overlook of the effect of international experience that establish the boundary 
conditions of an effect of psychic distance on export performance.
In addition studies are limited to the highly experienced MNE while traditional exporters from transitional 
economy countries received scarce attention until now. Limitations in the conceptualization of the relation between 
psychic distance and export performance and contradicting empirical results show the relevancy of the topic and the 
need for further research into it. This study aims to answer following research question: What effect has the 
international experience on the psychic distance-export performance relationship? The purpose of the research is to 
determine the influence of psychic distance on export performance under the boundary conditions of international 
experience.
1. Theoretical background and hypothesis development
Contradictions in conceptualization still prevail with respect to the psychic distance notion. Some scientists assert 
that psychic distance should be conceptualized as the international decision maker’s perception of the differences 
between home and host country (Evans & Mavondo, 2002; Sousa & Bradley, 2006). This approach implicitly 
equates greater differences to higher uncertainty. Others define psychic distance as the level of uncertainty or 
familiarity with regard to foreign country, resulting from the accessibility of information (Brewer, 2007; Håkanson 
& Ambos, 2010) and assume that psychic distance may vary with time. As concluded by Ambos and Håkanson 
(2014), conceptualization of psychic distance highly depends on the research problem and need to be adapted to 
research context. In our study, we adopt the definition of perceived differences between home and host country.
Contrary perspectives exist in the literature with respect to the psychic distance and export performance 
relationship. The internationalisation process literature assumes that psychic distance has a negative impact on 
international business activities and consequently on organisational performance. This relationship is explained by 
the greater complexity faced by business in the foreign country. Assumptions are based on the notion originated 
from the Uppsala tradition, that the more different the foreign environment is, the harder to manage business 
processes due to high degree of uncertainty caused by difficulties in collecting and interpreting information 
(Johanson & Vahlne 1977; Evans, Treadgold, & Mavondo, 2000; Pedersen, Petersen, & Sharma, 2003; Katsikeas, 
Skarmeas, & Bello, 2009; Håkanson &Ambos, 2010; Håkanson & Dow, 2012; Li, Vertinsky, & Li, 2014; Griffith &
Dimitrova, 2014).
Positive relationship refers to psychic distance paradox that, on the contrary, implies that psychic distance is 
positively related to organizational performance. The positive relationship denotes the underestimation of differences 
or greater efforts devoted to overcoming the uncertainty faced in the foreign market. Explanation of his relationship 
refers to the fact that presupposed similarities cause the superficial preparation that prevents from the deeper 
exploration and understanding of subtle but critical differences (O’Grady & Lane, 1996). In case of high perceived 
differences accompanied by the high degree of uncertainty firms are highly engaged in the more extensive 
exploration of foreign market and invest more efforts that enable them to capitalize on the differences (Evans &
Mavondo, 2002; Evans, Mavondo, & Bridson, 2008; Sousa, Ruzo, & Losada, 2010; Dikova, 2009; Magnusson,
Schuster, & Taras, 2014).
By adopting the psychic distance conceptualisation based on perceived differences, we posit that perceived 
differences not necessarily impose the lower familiarity (or greater uncertainty) about foreign countries. The 
uncertainty (as a proxy for psychic distance hold by other scientists) tends to diminish with the acquired experience 
(Ellis, 2008). Therefore, the tacit knowledge that is gained through international experience may lead to either 
increase in or decrease in perceived differences (psychic distance). Thus, we assume that the international experience 
help to bridge the distance gap by reducing the underestimation and overestimation of the differences. Therefore, we 
posit that relationship between psychic distance and export performance can be meaningfully explained by 
addressing the influence of international experience. We assert that the effect of psychic distance on export 
performance is dependent on the level of international experience. When perceived differences are high and firm 
lacks international experience how to cope with the uncertainty and properly adapt to the foreign environment, 
psychic distance negatively affects export performance. Therefore, we hypothesize that:
H1. Psychic distance has a negative effect on export performance under low international experience 
circumstances.
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In case of accumulated international experience even when perceived differences are high, the firm can leverage 
its knowledge in exploiting new opportunities in the foreign market. Given that, we propose:
H2. Psychic distance has a positive effect on export performance under high international experience 
circumstances.
2. Method
Sample and data collection procedure. The survey took place on March 13, 2014, till April 4, 2014. The finite 
number and the complete list of exporting companies are unknown (to form sample frame). Therefore, the 
convenience sampling was applied. Data were obtained from a sample of Lithuanian exporting companies (the link 
was sent to the online questionnaire to 827 exporting companies, whose contacts were taken from the database of 
Enterprise Lithuania (2014). 63 respondents from various industries properly filled the questionnaires. The 
respondents were asked to provide information about two export markets (both psychically close and distant) and 
that resulted in 126 export market venture cases suitable for further analysis.
Measurement. Measurement scales were adopted from previous research. Psychic distance was captured based 
on Håkanson and Ambos (2010) operationalization approach (scale from 0 to 100). Respondents were asked to 
assign 0 to the home country and 100 to the most distant export country. After that, they were requested to attribute 
the index values for the rest export countries from the predefined list. The list of export countries was based on the 
statistics of main foreign trade flows from Lithuania. Following recommendations, the unit of analysis in this study 
with respect to export performance is an export venture. To measure export performance we adapted the scale used 
by Dikova, (2009). Respondents were asked to assess their satisfaction along four export performance indicators -
sales growth, sales volumes, market share and profitability (ranging from very dissatisfied (1) to very satisfied (10)).
The four forms of international experience were used as the moderating variables. The longitudinal overall 
international experience was operationalised as the number of years firm has been operating internationally (Clarke, 
Tamaschke, & Liesch, 2013). Longitudinal experience in the certain export country was operationalised as the 
export duration in years in a particular export country (Murray, Gao, & Kotabe, 2011). The scope of international 
experience was operationalised as the number of export countries the firm operates (Clarke et al., 2013; Hultman, 
Katsikeas, & Robson, 2011). The degree of internationalisation or export intensity was operationalised as the ratio of 
export sales to total sales (Hultman et al., 2011). The Cronbach alpha coefficient of total export performance scale 
for this sample was high (a =0.916).
3. Results
The correlations, means and standard deviations for the variables included into the analysis are reported in Table 
1. Psychic distance was found to be negatively related to all indicators of export performance. More specifically, the
psychic distance was moderately correlated with export market share and weakly correlated with the rest of export 
performance indicators. 
Table 1. Correlations, means and standard deviations.
Spearman's rho 1 2 3 4 5 6 7 8 9 10 Mean SD
1. Psychic distance 1 32.33 30.2
2. Export performance TOTAL -0.237** 1 5.26 2.4
3. Export sales growth -0.188* 0.923** 1 5.52 2.76
4. Export profitability -0.175* 0.816** 0.682** 1 5.79 2.61
5. Export sales volumes -0.231** 0.932** 0.879** 0.677** 1 5.29 2.67
6. Export market share -0.301** 0.872** 0.726** 0.592** 0.775** 1 4.44 2.71
7. Longitudinal export experience 0.048 -0.002 -0.029 0.035 -0.068 0.024 1 11.23 8.92
8. Export scope experience 0.133 -0.014 -0.019 0.041 -0.071 -0.015 0.497** 1 8.84 9.56
9. Export intensity -0382** 0.586** 0.543** 0.377** 0.600** 0.593** 0.107 -0.116 1 24.28 26.47
10. Long. experience in the export
country
-0.232** 0.271** 0.219* 0.234** 0.209* 0.302** 0.722** 0.349** 0.456** 1 6.39 5.53
**p< 0.01, *p<0.05 (2-tailed test). N=126.
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We used robust methods such as bootstrapping that does not rely on the assumption of normality or 
homoscedasticity (Field, 2013). Following recommendations (Andersson, Cuervo-Cazurra, & Nielsen, 2014), we 
inspected the direct effect of psychic distance on export performance prior testing the assumed moderated 
relationship. Results of simple bivariate regression reported in Table 2 show that psychic distance has a significant 
negative effect on export performance. These results are in line with the internationalisation process literature. 
Table 2. Regression model of export performance predicted by psychic distance
Outcome variable Y: Export performance TOTAL
b SE B t p
Constant 6.041,  [5.464, 6.612] 0.300 20.123 0.0000
Psychic distance -0.024, [-.038, -.010] 0.007 -3.545 0.001**
Model characteristics: R2 = 0.09, p<0,001, N=126, Bca 95% CI are based on 20000 bootstrap samples
The study aimed to test whether the international experience might function as the moderator of psychic distance-
export performance relationship. To this end, the moderated regression analysis was used to detect the significance 
of the possible interaction effects of different forms of international experience. The PROCESS macro (Hayes, 2013) 
implemented in SPSS 20 was utilized to estimate the moderation models (model 1 in PROCESS). Results of 
moderation analysis with detected significant interaction effects are shown in Table 3.
Table 3. Moderated regression results.
Predictors
Model 1. Outcome variable Y: Export performance 
(SALES GROWTH)
Model 2. Outcome variable Y: Export performance 
(SALES VOLUMES)
b SE B t p b SE B t p
Constant 5.726, [5.2324, 6.2196] 0.249 22.96 0.0000 5.4967, [5.052, 5.941] 0.225 24.47 0.0000
Export intensity (cent.) 0.0463, [0.0232, 0.0693] 0.012 3.972 0.0001*** 0.0524, [0.032, 0.072] 0.010 5.194 0.0000***
Psychic distance (cent.) -0.0067, [-0.0239, 0.0106] 0.009 -0.765 0.446 -0.0059, [-0.022, 0.01] 0.008 -0.733 0.4648
Export intensity x 
Psychic distance
0.0463, [0.0002, 0.0015] 0.0003 2.501 0.0137* 0.0008, [0.0002, 0.0014] 0.0003 2.696 0.008**
Model characteristics: R2 = 0.23, p=0.00, N=126 Model characteristics: R2 = 0.29, p=0.00, N=126
Predictors
Model 3. Outcome variable Y: Export performance 
(EXPORT MARKET SHARE)
Constant 4.4792, [4.0169, 4.9414] 0.234 19.18 0.0000
Export longitudinal 
experience (cent.)
0.0111, [-0.0382, 0.0603] 0.025 0.4444 0.6575
Psychic distance (cent.) -0.0272, [-0.043, -0.0118] 0.008 -3.496 0.0007***
Longitudinal experience  
x Psychic distance
-0.0016, [-0.003, -0.0002] 0.0007 -2.33 0.0215*
Model characteristics: R2 = 0.14, p=0.00, N=126
*p<0.05; **p<0.01; ***p<0.001. Bca 95% CI are based on 20000 bootstrap samples.
Significant interaction in the Model 1 (Table 3) indicates that export intensity moderates the relationship between 
psychic distance and export sales growth. To find out the nature of interaction we did simple slopes analysis (results 
are presented in Fig. 1, a). When export intensity is low, there is significant negative relationship between psychic
distance and export sales growth (b= -0.0274, 95% CI [-0.0467, -0.0081], t= -2.8036, p=0.0059). Thus, H1 is 
supported. At the mean value of export intensity, there is a non-significant negative relationship between psychic 
distance and export sales growth. When export intensity is high, the relationship is in the predicted direction;
however there is non-significant positive relationship between psychic distance and export sales growth (b= 0.016,
95% CI [-0.0128, 0.0449], t= 1.1005, p= 0.273). Thus, H2 is not supported.
The relationship between psychic distance and export sales volumes is also moderated by export intensity (Table 
3, Model 2). Simple slopes analysis (Fig 1, b) shows that when export intensity is low, there is significant negative 
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relationship between psychic distance and export sales volumes (b= -0.0259, 95% CI [-0.0444, -0.0075], t= -2.7797,
p=0.0063). Thus, H1 is supported. However when export intensity is high, there is non-significant positive 
relationship between psychic distance and export sales volumes, although the relationship is in line with predicted 
direction (b= 0.016, 95% CI [-0.0096, 0.0417], t= 1.2385, p= 0.2179). It follows that H2 is not supported.
A significant interaction (Table 3, Model 3) let to conclude that overall longitudinal export experience moderates 
the relationship between psychic distance and export market share. However, the results of conditional effect at 
different values of the moderator (Fig. 1, c) reveal that contrary to predictions, the significant negative relationship 
only emerges at high (b= -0.0412, 95% CI [-0.0547, -0.0276], t= -6.0108, p=0.00) and at the mean values (b= -
0.0272, 95% CI [-0.0425, -0.0118], t= -3.4961, p=0.0007) of overall longitudinal experience. Therefore, H1 and H2 
are not supported.
a b
c
Fig. 1. (a) the effect of psychic distance on export sales growth at three levels of export intensity; (b) the effect of psychic distance on export sales 
volumes at three levels of export intensity; (c) the effect of psychic distance on export market share at three levels of overall longitudinal export 
experience. Values for moderators are the mean and plus/minus one SD from the mean.
Conclusions
Our findings provide evidence of the export intensity and overall longitudinal export experience moderating role 
in psychic distance on export performance (export sales growth, sales volumes and export market share,
respectively) relationship. As hypothesized, it was found that psychic distance has a negative effect on export sales 
growth under low export intensity circumstances. Similarly, as predicted, the psychic distance was negatively 
related with export sales volumes under low export intensity circumstances. However in case of longitudinal 
experience the relationship between psychic distance and export market share was in opposite direction suggesting 
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the need to explore the possible mediating factors enable to explain the underlying mechanism of the psychic 
distance-performance relationship. The research limitations are associated with selection of exporters from one 
country (Lithuania), preventing the generalization in a wider context. The hypotheses should be repeatedly tested 
using other methods of operationalization of constructs, involving a wider range of countries and assessing the 
possible effect of the industry sector. The conceptualization of psychic distance by decomposing its separate facets 
would seemingly provide additional insights with respect to the analyzed relationship.
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